. ASHIN'GTOII UNIVERSITY 



THE GEORGE 
NAVY GRADUAL GOI FTR0LL3RSUIP PROGEAI > 



PROGRESS IN NAVY FI HANOI \L VWAO ! 
UNDER TITLE IV 07 THE N ATI N.TAL 

security v .nd: ::::t3 o’ 19 -9 



'•v fT rn 



5y 



C . B . 3te phono on 
LCDR, U. 3. Navy 



For 



Dr. A. Rex Johnson 



Lay 1959 



.nr 



eftor -»n '"■of" ini -t rv^ - of r.ito br.t&e vy 

opcrnti-no it noa an-, a "'.lore durl r ' 1 , "c omM * ■ .-er ■» a “> .•’*•“ i- 

nent buslnoco nafrcizino n toted* 

l*io price of freodoai ... is .1 i, but "‘r r 
; "’'iltofi ** j 'v r * r * 1 * p t -' ir*o 

certain! • ~ci” in- t* eir jnney *c uor. . I* la 

+ '"><■.. f ‘■'*ir"'i+ t r<--> n y»e "V ' le ' ' A o*>0, * _ 1 

In cn -v rt, of t’.'ic rrn / *?-Uf , i''n f “r*. o ■■he" eol7 r a* tent- n 
o the hi ”h cal Poor if f inar.cinl jv’rrv^enen.t hi •or ,^vv at. + in* 

t V'C+e nnd irr on -non rib 2 < otv.n,‘ l i , y* v ■'■ . n • 2 n <t 1 r> 

O 

ha i i nfii* ‘o of V/v opera 4 - In e - n^oc .' v P' ’• ■ -■t 

Phcs* evaluations ;■ re in - : o - r> o f- he mrilcr J‘tnd~ 



In 



th*- T% \*<?r noetic don uMci pv ’■• i » (■■’no' 1 • - 

t-if!«<ntiaily t v e » 1 1-1.$.* ’. “e ... «( 

unhnain orrlihc nn* i -'*vt ■ vl. ... in . ■.* 1- 
oc *-n sy oof unb'ic; ‘n^o.o*! « ’-o at lt\**e ' - •.: ’bavin,.. 
• rental imortnnoo <’*r i' no one' tec •* 



<• 



tr.vvJ 5 C <*» f- ?> 1 * e>'S“ 



lie fact th'vt- a period of f.iv® ooo.ro el r pee bot-r tis 
ob r ’ oin": * lo-'io v 'lop re ,'jnZ t o ' in t-'ierc a ■''pf poi* 1 ictorv" et? r> * -'to ru p - 



^ Pol , n’-^rbe*’ , 11 act g and .’ " imt. ,( . .. i ">or ( n Tt ' ' ^er 
1 9T* ) p. 10. 



2 To id. 



^ .*11 ac a- 11 an' i-r-.ld .. 'ctz, • • •»• • r : - -■£ 1 n "5 . 

{’’evr :*e^ t *to bo Mian t 1’5h} . 1 ; » 



ii 



"Goto that financial v inl«tnt,:bn in the \.-vy ho- V flnvp ir 
t ' p Inter io. It i* the pur- re of this vr to ?» Inc •» it 
c lan'roc In nvv financial v-anone.oent in or«> v t 'rV ' ' in ' vc 
basic re no 'ns f-r the irvorvo' nt noted b' r. -rhes. 

The post ol~nlf leant chnn*c In hv; f 'sed n hsinisfrrwt I n 
re on 1 to ;"5 f* V> •nacfco.ent of the Lationnl ccurlty *ct I rod .r.nti. 

of 1 9 Title* IV of the act, Inc^rp-mt*- '* rrc .cn-'atlons of 
the firot tmv<rr Gnawied -n, established the fiincti n ~f co m- 
tmllercd 1 in the 111 dry aefurdonts vc 1" a’l la/inp the 
f ourvlnt - • n dr noun- 7 fin ncii.e.1 tan c t . 

erap’r* ist d that the a vy had lorovi^ualy r co- •air-d* t>e i n i V-nce 
of fiscal v.t era, the pass ape of the rot .no t *• he inn in- ->f 
a rev era in financial mana r *o"'ent. 

be limited to a survey of the major cimr~«* ’.'lob have - rear re 2 
In the havy’r fiscal administration d . In; - i’hrvcir n-h. h 

Chan -oo have result®' not ody fr -a the lax-y’s effort f, - 
car. y out the provisions of Title IV but ale- have bee n be nr*ht 
about by a. Itiuml le-inlatl n, ex< eut iv? o--‘ r m-’ • -c«n tvieo 
of the rc eva ■< at : no of •pedal st» ->/ c- i t 
v/ill Inc! u !e on nroersnent of nrorre ss . • r 'n'i^-i te where 

adlit* 'i*al te j mat be to on to cr .am i . ! vnfcad n. f 
1 op i si t ivc re- u irenen t s . 

■pedal a^preciati on is expressed to bn ! 0* or" t of 
the ofjrioe of toe Coaptr Her of the vy, :rn psrdtte- fre 
aeccra to thi .uortorl r hep • rts of aavy nd'-’nr.r t in I. pie -n 

*U. , "♦ntutes fublio Lav °t / % flat Con -re r, let ern* -n, 
W9( r 3 tatuto <578). 



ill 



rf* 



inr Title I' . t k -r* r n, , <rih. ‘nr- 1 n ->f .-,1c < « 
the ,T . . onntt vr’iod erric s -r>e r 'vr ’v » vit *1‘V 

provi ( ■ ir a'*Vv»r vl* i u tailed, chr w. lo 102.1 reo a 

arena in * Lr«.nclal ir.an"^ -writ. 



’ o * 

• . 7, 



iv 



table of contents 



Pago 



PREFACE 



ii 



Chapter 

I. INTRODUCTION 1 

Legislative and Executive Interest In 
Financial Management 
Status of Navy Financial Management 
Organisation in 1950 
The Comptroller Function 

II. COflPTROLLERSHIP ORGANIZATION IN f E NAVY... 9 

Changes In Comptrollershir „t The 
Secretarial Level 
Objectives Of The Comptroller 
Changes In The Office Of the Comptroller 
Comptroller Organisation in Field 
Activities 

Comptrollers}! ip Training in the Navy 
Summary 

III. BUDGET ADMINISTRATION 20 



Progress in Budret '’or^.ulation 
Budget Execution 

IV. WORDING CAPITAL FUNDS 



Expanded Usage of Workinr Capital Funds 

V. ACCOUNTING IllPRoV.L.;NTS 



VI. 



Legislative 3aois For Accounting 
Improvements 
Cost Accounting 
Appropriation Accounting 
Plant Property Accounting 



PROGRESS AND STATISTICAL REPORTING 






Comptroller action To Improve Reporting 
Expenditure Limitations and Reporting 



32 

38 



45 



v 



TABLE OF CFtITFITS 



Pa^e 

Chapter 

vii. intern \l auditing \9 

Growth of the Internal Aul it Function 
Sunnary 

VIII. TKM Y0AR3 OF 3OITTR0LIJ"PJ3ni? 5^ 

APPENDIX A 5C 

APi NDIX B 60 

BIBLIOGRAPHY 61 



vi 






OiiW r ~ I 



T r ~‘ , „o'" TX 

I* i<) tv ^ronlno of t' ln tocsin nt ■- r '‘ 1 J ^ <nt *-f t r 

controller* do fu hvo accr.loro r^'. Ur pp.-r of U-rove ■ -.ta 

in fln%i ci .1 -^-.*1 •o’r.-v.t In th« Uvy. Uc - acti .« ^ tV <* * 
trollrr'-'ilr c -nocpt by the :i*vy'r buceiu- ■ ! : r > -e 
larrovef necnl .V-:?.niotraU n a* al* 1 veU. 7 ^ oxr.-iiv>i ’ - n 
of tbir ,-r r a Hi n will be t v nubjeet -f -ov-ar ---‘t oho-.* :■• we 
which wl 1 ! b< ? nvote*? to the Hecnaoi n nr sr.»l »sA2 n of the 
nuni* r • uc chno*-ra in finoncU’l n to I nl*>*.r -*.**.- n i» l’ •■ ' ,V 1 r'noe 
19 30 . 



Lef Islet ivo Anf Totrcutive Internet 
In flinocinl .* cut 

Innovation' rtf r r Inc leal’ y * eo . •"•..•*'•. •••nt of ?itl* ' '■£ 

the T ^t i--n.nl -rourltv ct non*. entu o T - r * i c 1 : f * ve nu- 

th'rrity f~o c'-nne-es in atr.ioir trit’ n nr t*r/v*-r«5 % <nr r lo'' 

horn incV.t W in the *\irV«»t In. an/ ,.o-' niit*- "r o* ’mec ct of 

1990^ # nnf r u v’ 1c Law oof, $>r<5 f onr rr • • • , ^ t T 

"bio fervor ran- Ire r e. root Ive no*- ioIce % tb * m-'-o t t “• 1 - 

stall nc. ■ uitln* syatf 'o vnion ""ive . -t ■ r i" r '\ ,nl -tn-o 
of t’oelr f in racial opornt ' - a© but *vla " *. e - :f i -in lee-’o^ 



1 9'9 



9 ., 




cion^roRt, “V-lic T kw 1 ”, 1 ‘ t 

e -re -off, tul 1c lav 7' , ^t~t 



: , 1 t ' i 1 i 



f\ r- " 



19 vC 



1 



2 



7 

for effective Internal management and for budgeting". The latter 
provides for the addition of an Assistant Secretary of the h°vy 
for financial management. 

The work of several legislative and executive committees has 
resulted in acceptance of many recommendations for changes in 
Navy financial managemeit. The most important contribution was 
made by the Co omission on Organization n f the Executive Branch 
of tho Government, which was established by Congress in 19+7. 
Popularly known as the Hoover Commission, the rroup made numerous 
recommendations, many of which were included in Title IV of the 
National Security Act Amendments of 1 9 ® 

In 1953, Secretary of Defense hilson established the Advisory 
Committee on Fiscal Organization and Procedures under the chair- 
manship of Mr. Charles P. Cooper. The objective of the study 
as stated by Hr. ;/ils^n in the enabling letter to the co nittee 
"is to develop recorn, endat ions for an effective, simplified and 
standardized fiscal and reoortlna systr: , oc 'r C n as an improved 
organization for all financial - alters, in the entire Department 
of Defence". ^ The committee report suggested detailed i provements 
be made in the budgetin'" and accountinr procedures used in the 

"^Arthur Smithies, The Tfridr+otary Process In The United . t-ates 
(New York: MeGraw-Hill Book Conoany, Inc . , 1 955 ) , TH ! ’ 9 . 

O 

°Sce Frederick C. bocher, Program Budgeting: Theory and 
Practice (New York: Public Administration Service, 1 954), pT37- 
42 for the st^ry of how the Hoover Commissi -no \ fence Task Force 
recommendations formed the basis of Title IV. 

9 C . E. 'Yilson Letter dated 1 r August, 1953. 
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Department of Defense and the three services. 'Die recommendations 
and resulting changes in Navy financial management will be covered 
in later chapters. 

In October 1953, the Secretary of the Navy established a 
Committee on Organization of the Department of the Navy under 
Thomas S. Gates, Jr., Chairman. After reviewing the financial 
management function, the co ynittec recommended the addition of 
an Assistant Secretary for Financial Management. Congress con- 
curred and passed Public Lau 552, ° 3rd Congress. 

The latest in the series of studies of Navy Department organ- 
ization has just been completed under the direction of Navy 
Under- Secretary, William 3. Franke. Results of the study have 
not been released as of this writing, but chances in organizati m 
for financial management are expected. 

Need For Study Of Financial Management 

From this brief review of the major Congressional and Execu- 
tive inquiries, it is apparent that sound financial management 
is of primary importance to all concerned. It is safe to say 
that the recent ten year period is comparable to no other with re- 
spect to the close study of financial management In the Navy. 
Indeed, this is true of the entire Department ef Defense. 

Heightened interest in defense fiscal affairs has been 
brought about not so much by evidence of poor management in the 
past, but rather by the need to assure optimum use of the nation’s 
resources. Military expenditures in recent years have reouired 
an increasing proportion of the nation's productive wealth. In 
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press in the area# of budget formulation nr* execution, property 

5 °’'onher, on. cit ., n. 2b. 
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accountin'" » or o r-* *v ivinr fu ns. 
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